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standards adopted in the plan approved 
by HUD, HUD shall, as it deems appro-
priate, respond to any complaint con-
cerning PHA noncompliance with its 
plan. If HUD should determine that a 
PHA is not in compliance with its plan, 
HUD will take whatever action it 
deems necessary and appropriate. 

PART 904—LOW RENT HOUSING 
HOMEOWNERSHIP OPPORTUNITIES 

Subpart A—Introduction to Low-Rent Hous-
ing Homeownership Opportunity Pro-
gram [Reserved] 

Subpart B—Turnkey III Program Description 

Sec. 
904.101 Introduction. 
904.102 Definitions. 
904.103 Development. 
904.104 Eligibility and selection of home-

buyers. 
904.105 Counseling of homebuyers. 
904.106 Homebuyers Association (HBA). 
904.107 Responsibilities of homebuyer. 
904.108 Break-even amount. 
904.109 Monthly operating expense. 
904.110 Earned Home Payments Account. 

(EHPA) 
904.111 Nonroutine Maintenance Reserve 

(NRMR). 
904.112 Operating reserve. 
904.113 Achievement of ownership by initial 

homebuyer. 
904.114 Payment upon resale at profit. 
904.115 Achievement of ownership by subse-

quent homebuyers. 
904.116 Transfer of title to homebuyer. 
904.117 Responsibilities of homebuyer after 

acquisition of ownership. 
904.118 Homeowners association-planned 

unit development (PUD). 
904.119 Homeowners association-condo-

minium. 
904.120 Relationship of homeowners associa-

tion to HBA. 
904.121 Use of appendices. 
904.122 Statutory preferences. 
APPENDIX I TO SUBPART B—ANNUAL CON-

TRIBUTIONS CONTRACT 
APPENDIX II TO SUBPART B—HOMEBUYERS 

OWNERSHIP OPPORTUNITY AGREEMENT 
(TURNKEY III) 

APPENDIX III TO SUBPART B—CERTIFICATION 
OF HOMEBUYER STATUS 

APPENDIX IV TO SUBPART B—PROMISSORY 
NOTE FOR PAYMENT UPON RESALE BY 
HOMEBUYER AT PROFIT 

Subpart C—Homeownership Counseling 
and Training 

904.201 Purpose. 

904.202 Objectives. 
904.203 Planning. 
904.204 General requirements and informa-

tion. 
904.205 Training methodology. 
904.206 Funding. 
904.207 Use of appendix. 

APPENDIX I TO SUBPART C—CONTENT GUIDE 
FOR COUNSELING AND TRAINING PROGRAM 

Subpart D—Homebuyers Association (HBA) 

904.301 Purpose. 
904.302 Membership. 
904.303 Organizing the HBA. 
904.304 Functions of the HBA. 
904.305 Funding of HBA. 
904.306 Performing management services. 
904.307 Alternative to HBA. 
904.308 Relationship with homeowners asso-

ciation. 
904.309 Use of appendices. 

APPENDIX I TO SUBPART D—ARTICLES OF IN-
CORPORATION AND BY-LAWS OF HOME-
BUYERS ASSOCIATION 

APPENDIX II TO SUBPART D—RECOGNITION 
AGREEMENT BETWEEN LOCAL HOUSING AU-
THORITY AND HOMEBUYERS ASSOCIATION 

AUTHORITY: 42 U.S.C. 1437–1437ee and 
3535(d). 

SOURCE: 39 FR 10966, Mar. 22, 1974, unless 
otherwise noted. Redesignated at 40 FR 15580, 
Apr. 7, 1975, and further redesignated at 49 
FR 6714, Feb. 23, 1984. 

Subpart A—Introduction to Low- 
Rent Housing Homeownership 
Opportunity Program [Re-
served] 

Subpart B—Turnkey III Program 
Description 

§ 904.101 Introduction. 
(a) Purpose. This subpart sets forth 

the essential elements of the HUD 
Homeownership Opportunities Program 
for Low-Income Families (Turnkey 
III). 

(b) Applicability. This subpart is ap-
plicable to Turnkey III developments 
operated by LHA. For Turnkey III de-
velopments operated by an Indian 
Housing Authority, applicable provi-
sions are found at 24 CFR part 905, sub-
part G. 

(1) With respect to any development 
to be operated as Turnkey III, the An-
nual Contributions Contract (ACC) 
shall contain the ‘‘Special Provisions 
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for Turnkey III Homeownership Oppor-
tunity Project’’ as set forth in Appen-
dix I. A Turnkey III development may 
include only units which are to be op-
erated as such under Homebuyers Own-
ership Opportunity Agreements. If for 
any reason it is determined that cer-
tain units should be operated as con-
ventional rental units, such units must 
comprise or be made part of a conven-
tional rental project. 

(2) With respect to Turnkey III devel-
opments pursuant to an executed ACC 
where no Agreements with Homebuyers 
have been signed, the ACC shall be 
amended (i) to include the ‘‘Special 
Provisions’’ set forth in Appendix I, (ii) 
to extend its term to 30 years, and (iii) 
to reduce its Maximum Contribution 
Percentage to a rate that will amortize 
the debt in 30 years at the minimum 
Loan Interest Rate specified in the 
ACC for the specific Turnkey III 
project involved. Further development 
and operation shall be in accordance 
with this subpart including use of the 
form of Homebuyers Ownership Oppor-
tunity Agreement set forth in Appen-
dix II. 

(3) With respect to developments 
where Agreements with homebuyers 
have been signed, the following steps 
shall be taken: 

(i) The ACC shall be amended to in-
clude the Special Provisions’’ set forth 
in Appendix I; further development and 
operation of the Project shall be in ac-
cordance with this subpart. 

(ii) The LHA shall offer all qualified 
homebuyers in the development a new 
Homebuyers Ownership Opportunity 
Agreement as set forth in Appendix II 
with an amendment to section 16a to 
refer to ‘‘the latest approved Develop-
ment Cost Budget, or Actual Develop-
ment Cost Certificate if issued,’’ in lieu 
of ‘‘the Development Cost Budget in ef-
fect upon award of the Main Construc-
tion Contract or execution of the Con-
tract of Sale,’’ and, if the ACC for the 
Project has a term of 25 years, an 
amendment to section 16(b) to refer to 
a term of 25 years, instead of 30, for the 
Purchase Price Schedule. Each Pur-
chase Price Schedule shall commence 
with the first day of the month fol-
lowing the effective date of the initial 
Agreement. No other modification in 
the new Agreement may be made. In 

the event the homebuyer refuses to ac-
cept the new Agreement, no modifica-
tions may be made in the old Agree-
ment and the matter shall be referred 
to HUD. 

(4) With respect to Projects which 
were under ACC on the effective date of 
this subpart, the Total Development 
Cost Budget shall be revised, if finan-
cially feasible, to include the cost of 
the appraisals which are necessary for 
computation of the initial purchase 
prices pursuant to § 904.113. In the event 
this is not financially feasible, the 
matter shall be referred to HUD, which 
may, if necessary, authorize a different 
method for computation of such initial 
purchase prices on an equitable basis. 

(5) With respect to all developments 
which were completed by the effective 
date of this subpart, the appraisals 
which are necessary for computation of 
the initial purchase prices pursuant to 
§ 904.113 shall be made as of the date of 
completion of the development. 

[39 FR 10966, Mar. 22, 1974. Redesignated at 40 
FR 15580, Apr. 7, 1975, and 49 FR 6714, Feb. 23, 
1984, and amended at 56 FR 922, Jan. 9, 1991] 

§ 904.102 Definitions. 

(a) The term common property means 
the nondwelling structures and equip-
ment, common areas, community fa-
cilities, and in some cases certain com-
ponent parts of dwelling structures, 
which are contained in the develop-
ment: Provided, however, That in the 
case of a development that is organized 
as a condominium or a planned unit de-
velopment (PUD), the term common 
property shall have the meaning estab-
lished by the condominium or PUD 
documents and the State law pursuant 
to which the condominium or PUD is 
organized, under the terms common 
areas, common facilities, common ele-
ments, common estate, or other similar 
terms. 

(b) The term development means the 
entire undertaking including all real 
and personal property, funds and re-
serves, rights, interests and obliga-
tions, and activities related thereto. 

(c) The term EHPA means the Earned 
Home Payments Account established 
and maintained pursuant to § 904.110. 

(d) The term homebuyer means the 
member or members of a low-income 
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